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contractual devices, which may be costly, are customarily employed to 
manage derivatives and insurance counterparty credit risk. 

( 2 ) Regulatory Requirements: Regulatory bodies, such as the Federal 
Reserve, Comptroller of the Currency, the Commodities... 

Claim 

returns, it will frequently be subject to varying degrees of market 
risk (as well as credit risk, in some cases) . In a traditional 
derivatives market, market-makers which match buy and... 

. . . Value-At-Risk method, the Credit-Capital-At-Risk Monte Carlo Simulation 
method, or the Credit -Capital-AtRisk Historical Simulation method. In 
preferred embodiments of a method for conducting demand-based. . .Monte 
Carlo 

Simulation Techniques 

4 3 Capital-At-Risk Determinations Using Historical 
Simulation Techniques 
4 . 2 Credit Risk 

4 1 Credit -Capital-At-Risk Determinations 
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4 2 Credit -Capital-At-Risk Determinations using Monte Carlo 

Simulation Techniques 

4 3 Credit-Capital-At-Risk. . . 

...time margin monitoring, including calculation of a trader's impact on 
the overall level of credit risk in the DBAR system and the particular 
group of contingent claims. These risk management calculations should be 
significantly more tractable and transparent than the types of analyses 
credit risk managers typically perform in conventional derivatives 
markets in order to monitor counterparty credit risk... as follows: 
(1- f) *T + (C,) * tb G - 9) * (CP) * t 
Ti 

where the last two terms express the respective credit for trade 
balances per unit invested for time tb and debit for margin loans per... 

...the group of DBAR contingent claims. This means that in a preferred 
embodiment of a group of the DBAR contingent claims, and assuming no 
credit or similar risks to the exchange, (1) the exchange has zero 
probability of loss in... of non-farm payrolls and the unemployment rate. 
Example 3 7: CoLporate Bond Credit Risk 

Groups of DBAR contingent claims can also be constructed on credit 
events, such as the event that one of the major credit rating agencies 
(e.g. . . 

...period of time. In this example, states are defined using the Standard 
and Poor's credit categories, ranging from AAA to D (default). Using 
the methods of the present invention, the... 

...of DBAR contingent claims can be constructed for all traders or firms 
exposed to particular credit risk in order to hedge that risk. For 
example, in this Example, if a trader ... asset class with hundreds of 
billions in market capitalization. Market participants generally 
understand that these mortgage - backed securities are subject to • 
interest rate risk and the risk that borrowers may exercise their options 


. . .risk management: 

(1) Asset-specific applications. In the simplest form, the owner of a 
prepayable mortgage - backed security carries, by definition, a 
series of short option positions embedded in the asset, whereas a... 

...Certainly, a similar strategy could be applied on an expanded basis to a 
portfolio of mortgage - backed securities , or a portfolio of whole 
mortgage loans. (3) Enhancements to specific Rools. Certain pools of... 

...annuity-like cash profiles, and reduce investment risks. (4) Prepayment 
puts plus discount MBS. Discount mortgage - backed securities tend to 
enjoy two-fold benefits as interest rates decline in the form of positive 


...or digital put option spreads on prepayments. An analogous strategy 
would apply to principal-only mortgage - backed securities . (5) 
Prepayment calls plus premium MBS. An expectation of interest rate 
declines that accelerate prepayment activity for premium mortgage - 
backed securities would motivate a premium 
bo 

nd-holder to purchase DBAR contingent claims, such as, for... 
...to offset losses attributable to unwelcome paydowns. The analogue would 
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also apply to interest-only mortgage - backed securities . (6) 
Convexity additions. An investment in a DBAR contingent claim, such as, 
for example, a . . . 

...market or auction on mortgage prepayments would tend to offset the 
negative convexity exhibited by mortgage - backed securities . It is 
likely that expert participants in the mortgage marketplace will analyze 
and test, and. . . 

...combinations of DBAR contingent claims, including, for example, digital 
options, based on mortgage prepayments with mortgage - backed 
securities and derivatives. 

ExaWle 3 13: Insurance Industry Loss Warranty ("ILW") 
The cumulative impact of catastrophic. . . 

...losses, while writing insurance in other parts of the distribution where 
returns may appear attractive. ( 2 ) Credit quality. Claims-paying 
ability of an insurer or reinsurer represents an important concern for 
many. .. ratio, (x2, just computed for a simple two state example can be 
adapted to a group of DBAR contingent claims which is defined over more 
than two states. In a preferred embodiment of a group of DBAR 
contingent claims, the existing investments in states to be hedged can be 
distinguishedpayout distribution; ( 2 ) the states into which the 
investment is to allocated; and (3) how much is to... 

...notes, and T-bonds, commercial paper, Ms, zero coupon bonds, corporate, 
and municipal bonds, and mortgage - backed securities . For example, 
DBAR contingent claims can be based on an underlying event defined as the 
...statistical confidence of 95% can be computed by reference to the 
bottom fifth percentile. 
4. 2 Credit Risk 

In preferred embodiments of the present invention, a trader may make 
investments in a... 

...credit rating change, and a correlation matrix containing all of the 
pairwise correlations between every pair of events, including market 
and credit event pairs. Thus, a preferred embodiment of MCS methodology 
as it applies to CCAR estimation... 
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grade ratings for the asset-backed debt securities issued above the 
equity or equity-like tranche or tranches and used to finance the 
acquisition of the distressed credit facility, portfolio. As used 
herein, , t he phrases Ccequity or equity-like tranche or tranches, " 
"equity or equity-like tranches," "equity or equity-like instruments," " 
..'.to securitization and the issuance of assetbacked debt securities 
(above any equity or equity-like tranche or tranches of securities 
issued by the, SPE) . all of which are eligible to, receive ... least 85% of 
face value) recovery of principal and accrued interest at maturity, (ii) 
"performing- 2 " means a credit facility (A) in which the borrower 
on an obligation to pay current interest, 

[00461 The preliminary percentages of perf orming-1 , performing- 2 and 
impaired credit facilities are determined by the collateral manager 

...Bank"); a field 333 for an indication of another or second member of 
the bank group which serves as agent or co-agent for the credit 
facility (the " Second Agent Bank"); and a field 334 for the "as of* 
date of any due diligence ... likeliness of any forgiveness of debt 

(commonly referred to as a "haircut"), whether payments to subordinated 
debt holders can or should be blocked, the ...aggregate commitment for 
performing-2 loans (as the sum of Commitment Offered for all performing- 
2 loans in the distressed credit facility portfolio) ; aggregate 
commitment for impaired 
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.party and subjected to Monte Carlo case generation (with associated 
cross correlations accounted for) . 

The tranch selection process includes a random selection of trances not 
to buy. Once the portfolio ef fects ... segment , giving a comfort level to 
the bidder in terms of pricing, for example, each tranche . 

Rank 

Error R-Squared pe 
Ratio for Loan for C 

@Tro co Data 6450959 ... Table C) on the basis of the two performance 
metrics . 

Table D: Portfolio Segment Ranking 

Tranche CO C R-Sauared Rank Error Ratio Rank R-squared 
CO 01 0.73 0. . .difference meaning the difference between winning and 
losing the entire portfolio bid or the entire tranche bid meaning 
hundreds of millions of dollars 
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Detailed Description 

the value of the portfolio, and will sometimes group the assets in 
"tranches." The term " tranche " as used herein is not limited to foreign 
notes but also includes assets and 1... 

...submit bids on all tranches, or on only some tranches. In 

order to win a tranche , a bidder typically must submit the highest bid 
for that tranche . 

In connection with determining a bid amount to submit on a particular 
tranche , a bidder often will engage underwriters to evaluate as many 
assets as possible within a tranche and within the available limited 
time. When the time for submitting a bid is about... 

...by the underwriters. 

As a result of this process, a bidder may significantly undervalue a 

tranche and submit a bid that is not competitive or bid higher than the 
underwritten value and assume unquantified risk. Of course, since the 
objective is to win each tranche at a price that enables a bidder to 
earn a return, . losing a tranche due to sip 1 ificant undervaluation of 
the tranche represents a lost opportunity. It would be desirable to 
provide a system that facilitates accurate ... rapid 

valuation process for a large asset portfolios that aggregates from a 
basis to a tranche 
or portfolio basis; 

Figure 5 illustrates a probability distribution for exemplary assets 
whose recovery value... then totaled to produce the portfolio asset value 
26. Valuation processes are performed on each tranche of the portfolio. 
Figure 2 is a diagram illustrating one embodiment of a system 28... is 
placed in a partial value table 102. Selected individual values for 
assets in a tranche in table 102 are stored as a partial value fully 
underwritten group value 104. Criteria... 

...I 1 8 required for bidding as suggested by the grouping of assets in a 
tranche . 

The number of assets in an underwriting sample grouping can be as little 
as one . . . descn"bed above, individual assets are selected from adjusted 
credit analyst table 130 according to tranche grouping to produce a 
partial sampling credit value 132 for use in bidding on tranche 70 
(shown in Figure 2). 

Automatic valuation procedure 40 utilizes supervised learning process 
206, an. .. individual asset credit values. 

Individual asset values are taken from table 140 as required by tranche 
grouping to generate an inferred credit valuation 142. Finally an 
extrapolation is made on the... 

...stochastic or probabilistic cash flow bridge 152 is created and used to 
determine a proposed tranche bid price 154 to which is applied a 
tranche model 156 iteratively until a certain threshold 158 is reached. 
Threshold 158 is, for example ... information on the various types of 
assets preferred by competing bidders. In analysis 160, the tranche bid 
is then evaluated and set by management 162 and a final tranche bid 164 
made. All valuations prior to the making of the bid 164 can be repeated 
as desired. Further, since the process is self-adjusting and iterative, 
the tranche bid price 164 tends to 1 5 climb upward with each iteration 
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as more and... from second portion 36 representative of groups in second 
portion 36 to determine full sampling group valuation II 8 and partial 
sampling credit values 132 for second portion 36 and to establish 
additional criteria 80 for such valuation. 

Using procedure 40, partially ... seller groups or tranches is easily made 
and an appropriate valuation 14 6 developed for that tranche . The 
individual asset values are thus easily regrouped for third portion 42 to 
objectively obtain an inferred , valuation 142 for that group or tranche . 

Many methods may be employed to establish asset value. Depending 
upon the objectives of the... the obligation, to recover the investment. 
The values are desegregated into three parts for each tranche , a time 
value of money component, an inherent value component and a probable cash 
flow... hi accordance with system 28, the probability distributions of 
cash flows and timing at the tranche level is determined by developing 
valuation transfer function 146 at the asset level which will... 

...assumptions that data will generate and aggregate the valuations of the 
individual assets in the tranche . 

Since all recoveries are not homogeneous, a method to establish the 
variability of cash flow... 

...when asset level mean variance falls below 10%. In another embodiment, 
sampling is -stopped when tranche level mean variance falls below 15%. 
Portfolio mean variance is not used as a stop ... valued with continuous 
probabilities at the unit of sale, which in one embodiment is a tranche 
. In the use of system 28, internal rate of return ("IRR") and variance 
would then be assessed. Preferred tranches have lower variances for a 
given IRR. The probability of each tranche 's net present value ("NPV" ) 
to be above 0 is assessed using the project's... 

...the project will have a negative NPV, no bid is made. Deal evaluation is 
by tranche with decision criteria being ERR, risk variance of the ERR 
in a tranche , estimated willingness and ability of the tranche to 
pay, time to profit ("TPP") and the risk variance in the payback by 
tranche , and NPV of the expected cash flow by tkanche discounted to risk 
free rate. 

In. . . 

. . . investors . 

5 The aggregated portfolio is divided into separately marketable sub 
portfolios or tranches. Each tranch has a forecasted cash flow 
probability distribution and time duration from prior analytics. These 
tranches . . . 

. . .party and subjected to Monte Carlo case generation (with associated 
cross correlations accounted for) . 

The tranch selection process includes a random selection of trances not 
to buy. Once the portfolio ef fects ... segment , giving a comfort level to 
the bidder in terms of pricing, for example, each tranche . 

Rank 

Error R-Squared pe 
Ratio for Loan for C 
Tranche CO 2A C G loans Inans 
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CO 01 Su@ of a Cuff UPS THB 82... Q on the basis of the two performance 
metrics . 

Table D: Port Ho Segment Ranking 

Tranche CO C R-Sauared Rank Error Ratio Rank R-squared 
CO 01 0.73 0 ... difference meaning the difference between winning and 
losing the entire portfolio bid or the entire tranche bid meaning 
hundreds of millions of dollars difference in profit. 

In the case of insurance... 
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Detailed Description 

the value of the portfolio, and will sometimes group the assets in 
"tranches." The term " tranche " as used herein is not limited to foreign 
notes but also includes assets and financial... 

...submit bids on all tranches, or on only some tranches. In 

order to win a tranche , a bidder typically must submit the highest bid 
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In the case of insurance... 
Claim 

said server 

(302) configured to stop recalculations when mean variance in a valuation 
of a tranche (70, 72, 74) of assets is below a predetermined 
percentage . 

22 A system (300) according ... to Claim 23 programmed to stop 
recalculations when mean variance in a valuation of a tranche (70, 72, 
74) of assets is below a predetermined percentage. 

33 A computer (38) according... 
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the value of the portfolio, and 
"tranches." The term " tranche " a; 
notes but also includes assets and 


will sometimes group the assets in 
; used herein is not limited to foreign 
1. . . 
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...to win-a tra.nche, a bidder typically must submit the highest bid for 
that tranche . 

In connection with determining a bid amount to submit on a particular 
tranche , 'a bidder often will engage underwriters to evaluate as many 
loans as possible within a tranche and within the available limited 
time. When the time for submitting a bid is about... 

...by the underwriters. 

As a result of this . process , a bidder may significantly undervalue a 

tranche and submit a bid that is not competitive or bid higher than the 
underwritten value and assume unquantified risk. Of course, since the 
objective is to win each tranche at a bid price that enables a bidder 
to stand a reasonable opportunity to earn a return, losing a tranche 
due to significant undervaluation of the tranche represents a lost 
opportunity. It would be desirable to provide a system that facilitates 
accurate. . .rapid 

valuation process for a large asset portfolios that aggregates from a 
basis to a tranche 
or portfolio basis; 

1 5 Figure 5 illustrates a probability distribution for exemplary assets 
whose... then totaled to produce the portfolio asset value 26. Valuation 
processes art .performed on each tranche of the portfolio. 

Figure 2 is a diagram illustrating one embodiment of a system 28 . . . is 
placed in a partial value table 102. Selected individual values for 
assets in a tranche in table 102 are stored as a partial value fully 
underwritten group value 104. Criteria... 

. . . 1 8 required for bidding as su ggested by the grouping of assets in a 
tranche . 

The number Of assets in an underwriting sample grouping can be as little 
as one table 130 according to tranche grouping to produce a partial 
sampling credit value 132 for use in bidding on tranche 70 (shown in 
Figure 2) . 

Automatic valuation procedure 40 utilizes supervised learning process 
206, ' an ... individual asset credit values. 

Individual asset values are taken from table 14 0 as required by tranche 

grouping to generate an inferred credit valuation 142. Finally an 
extrapolation is made on the... 
...stochastic or probabilistic cash flow bridge 152 is created and used to 
determine a proposed tranche bid price 154 to which is applied a 
tranche model 156 iteratively until a certain threshold 158 is reached. 
Threshold 158 is, for example ... information on the various types of 
assets preferred by competing bidders. In analysis 160, the tranche bid 
is then evaluated and set by management 162 and a final tranche bid 164 
made. All valuations prior to the making of the bid 164 can be repeated 
as desired. Further, since the process is self-adjusting and iterative, 
the tranche bid price 164 tends to 1 5 climb upward with each iteration 
as more and... from second portion 36 representative of groups in second 
portion 36 to determine full sampling group valuation 118 and partial 
sampling credit values 132 for second portion 36 and to establish 
additional criteria 80 for such valuation. 

Using procedure 40, partially ... seller groups or tranches is easily made 
and an appropriate valuation 146 developed for that tranche ., The 


Caryn S. Wesner-Early 


EIC 3600 23-Jun-04 


individual asset values are thus easily regrouped for third portion 42 to 
objectively obtain an inferred valuation 142 for that group or tranche . 

Many methods may be employed to establish asset value. Depending 
upon the objectives of the... the obligation, to recover the investment. 
The values are desegregated into three parts for each tranche , a time 
value of money . 

component-, an inherent value component and a probable cash flow... In 
accordance with system 28, the probability distributions of cash flows 
and timing at the tranche level is determined by developing valuation 
transfer function 146 at the asset level which will... 

.assumptions that data will generate and aggregate the valuations of the 
individual assets in the 1 tranche . 

Since all recoveries are not homogeneous, a method to establish the 
variability of cash flow. . . 

.asset level mean variance falls below 10%. In another embodiment, 

sampling is 

w 

stopped when tranche level mean variance falls below 15%. Portfolio 
mean variance is not used as a stop. valued with continuous 
probabilities at the unit of sale, which in one embodiment is a tranche 
. In the use of system 28, internal rate of return OM") and variance 
would then be assessed. Pref6ffed tranches have lower , variances for a 
given 1 IRR. The probability of each tranche 's net present value ("NPV") 
to be above'O is assessed using the project's negative NPV, no bid is 
made. Deal evaluation is by tranche with decision criteria being M, 
risk variance of the IRR in a tranche ; estimated willingness and 
ability of the tranche to pay, time to profit ("TPP" ) and the risk 
variance in the payback by tranche , and NPV of the expected cash flow 
by tranche discounted to risk free rate. 

In competitive bid circumstances when the content of asset portfolios... 

.party and subjected to Monte Carlo case generation (with associated 
cross correlations accounted for) . 

The tranch selection process includes a random selection of trances not 
to buy. Once the portfolio ef fects ... segment , giving a comfort level to 
the bidder in terms of Pricing,, for example, each tranche . 

Rank 

Effor R-Squared ps 
Ratio for Loan for C 
co a C 

AAJ; PAO... Table Q on the basis of the two performance metrics. 
Table D: Portfolio Segment Ranking 

Tranche CO Q R-Sguared Rank Error Ratio Rank R-sauared 
CO 01 0.73 0. . .difference meaning the difference between winning and 
losing the entire portfolio 1 bid or the entire tranche bid meaning 
hundreds of millions of dollars difference in profit. 

In the case of insurance... 
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the value of the portfolio, and will sometimes group the assets in 
"tranches." The term 11 tranche " as used herein is not limited to foreign 
notes but also includes assets and 1... 

...submit bids on all tranches, or on only some tranches. In 

order to win a tranche , a bidder typically must submit the highest bid 
for that tranche . 

In connection with determining a bid amount to submit on a particular 
tranche , a bidder often will engage underwriters to evaluate as many 
loans as possible within a tranche and within the available limited 
time. When the time for submitting a bid is about... 


...the underwriters. 


-I 

As a result of this process, a bidder may significantly undervalue a 
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tranche and submit a bid that is not competitive or bid higher than the 
underwritten value and assume unquantified risk. Of course, since the 
objective is to win each tranche at a price that enables a bidder to 
earn a return, losing a tranche due to significant undervaluation of 
the tranche represents a lost opportunity. It would be desirable to 
provide a system that facilitates accurate. . .rapid 

valuation process for a large asset portfolios that aggregates from a 
basis to a tranche 
or portfolio basis; 

Figure 5 illustrates a probability distribution for exemplary assets 
whose recovery value... to produce the portfolio asset value 26. Valuation 
processes are I 0 performed on each tranche of the portfolio. 

Figure 2 is a diagram illustrating one embodiment of a system 28... is 
placed in a partial value table 102. Selected individual values for 
assets in a tranche in table 102 are stored as a partial value fully 
underwritten group value 104. Criteria... 1 1 8 required for bidding as 
suggested by the grouping of assets in a tranche . 

The number of assets in an underwriting sample grouping can be as little 
as one . . . 

.As described above, individual assets are selected from adjusted credit 
analyst table 130 according to tranche grouping to produce a partial 
sampling credit value 132 for use in bidding on tranche 70 (shown in 
Figure 2) . 

Automatic valuation procedure 40 utilizes supervised learning process 
206, an ... individual asset credit values. 

Individual asset values are taken from table 14 0 as required by tranche 
grouping to generate an inferred credit valuation 142. Finally an 
extrapolation is made on the... 

.stochastic or probabilistic cash flow bridge 152 is created and used to 
determine a proposed tranche bid price 154 to which is applied a 
tranche model 156 iteratively until a certain threshold 158 is reached. 
Threshold 158 is, for example ... information on the various types of 
assets preferred by competing bidders. In analysis 160, the tranche bid 
is then evaluated and set by management 162 and a final tranche bid 164 
made. All valuations prior to the making of the bid 164 can be repeated 
as desired. Further, since the process is self-adjusting and iterative, 
the tranche bid price 164 tends to climb upward with each iteration as 
more and more value... 

.second portion 36 representative of groups in second portion 3 6 to 
determine full sampling group valuation 118 and partial sampling 
credit values 132 for second portion 36 and to establish additional 
criteria 80 for such valuation. 

Using procedure 40, partially ... seller groups or tranches is easily made 
and an appropriate valuation 14 6 developed for that tranche . The 
individual asset values are thus easily regrouped for third portion 42 to 
objectively obtain an inferred valuation 142 for that group or tranche . 

Many methods may be employed to establish asset value. Depending 
upon the objectives of the... the obligation, to recover the investment. 
The values are desegregated into three parts for each tranche , a time 
value of money ...In accordance with system 28, the probability 
distributions of cash flows and timing at the tranche level is 
determined by developing valuation transfer function 14 6 at the asset 
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level which will... 

. . .assumptions that data will generate and aggregate the valuations of the 
individual assets in the tranche . 

Since all recoveries are not homogeneous, a method to establish the 
variability of cash flow. . . 

...when asset level mean variance falls below 10%. In another embodiment, 
sampling is stopped when tranche level mean variance falls below 15%. 
Portfolio mean ...valued with continuous probabilities at the unit of 
sale, which in one embodiment is a tranche . In the use of system 28, 
internal rate of return ("ERR") and variance would then... 

. . .assessed. Preferred tranches have lower variances for a given 10 IRR. 
The probability of each tranche f s net present value ("NPV") to be above 
0 is assessed using the project's... 

...project will have a negative NPV, no bid is 15 made. Deal evaluation is 
by tranche with decision criteria being ERR, risk variance of the ERR 
in a tranche , estimated willingness and ability of the tranche to 
pay, time to profit ("TPP") and the risk variance in the payback by 
tranche , and NPV of the expected cash flow by tranche discounted to 
risk free rate. 

In competitive bid circumstances when the content of asset portfolios... 
. . . to investors . 

The aggregated portfolio is divided into separately marketable sub 
portfolios or tranches. Each tranch has a forecasted cash flow 
probability distribution and time duration from prior analytics. These 
tranches . . . 

. . .party and subjected to Monte Carlo case generation (with associated 
cross correlations accounted for) . 

The tranch selection process includes a random selection of trances not 
to buy. Once the portfolio ef fects ... segment , giving a comfort level to 
the bidder in terms of pricing, for example, each tranche . 

Ra nk 

Error R-Squared pe 
Ratio for Loan for C 

IMI co Data C... Table Q on the basis of the two performance metrics. 

Table D: Portfolio Segment Ranking 

Tranche CO C uared Rank Error Ratio Rank R-scluared 
CO 01 0.73 0 . 18 ... difference meaning the difference between winning and 
losing the entire portfolio bid or the entire tranche bid meaning 
hundreds of millions of dollars difference in profit. 

In the case of insurance... 


17/3, K/12 (Item 12 from file: 349) 

DIALOG (R) File 34 9: PCT FULLTEXT 

(c) 2004 WIPO/Univentio. All rts. reserv. 

00816784 **Image available** 

RAPID VALUATION OF PORTFOLIOS OF ASSETS SUCH AS FINANCIAL INSTRUMENTS 

3 VALUAT I ON RAP IDE DE PORTE FEUILLE S D'ACTIFS TELS QUE DES INSTRUMENTS 


Caryn S. Wesner-Early 


EIC 3600 23-Jun-04 


FINANCIERS 

•Patent Applicant/Assignee: 

GE CAPITAL COMMERCIAL FINANCE INC, 201 High Ridge Road, Stamford, CT 
06927-5100, US, US (Residence), US (Nationality) 
Inventor (s) : 

JOHNSON Christopher D, 17 Berkshire Drive W, Clifton Park, NY 12065, US, 
KEYES Tim K, 16 Topledge Road, West Redding, CT 06896, US, 
SPENCER David J, 87/1 Capital Tower, All Seasons Place, Pathumwan, 
Bangkok 10330, TH, 

MIDKIFF Catharine L, #K Palmyra Court, 34 soi Nantha, South Sathorn Road, 

Thungmahemek, Sathorn, Bangkok 10120, TH, 
MESSMER Richard P, 735 Riverview Road, Rexford, NY 12148, US, 
PISUPATI Chandrasekhar, 1187 Hillside Avenue, Apartment #5B49, Niskayuna, 

NY 12309, US, 

CHEN Yu-To, 1223 Carlyle Drive, Niskayuna, NY 12309, US, 
EDGAR Marc T, 1015 Foxwood Drive, Clifton Park, NY 12065, US, 
CIFARELLI James L, 214 6 Rosa Road, Apartment #3, Schenectady, NY 12309, 
US, 

AKBAY Kunter S, 2337 Knolls View Drive, Niskayuna, NY 12309, US, 
RAJIV Vrinda, 67 Bishop's Gate, Apartment C, Guilderland, NY 12084, US, 
NELSON David R, 4265 Fairway Villas Drive, Alpharetta, GA 30022, US, 
STEWARD William C, 13 Sycamore Street, Norwalk, CT 06855, US, 

Legal Representative: 

BEN I NAT I John F (et al) (agent), General Electric Company, 3135 Easton 
Turnpike W3C, Fairfield, CT 06431, US, 

Patent and Priority Information (Country, Number, Date) : 

Patent: WO 200150313 A2 20010712 (WO 0150313) 

Application: WO 2000US34668 20001220 (PCT/WO US0034668) 

Priority Application: US 99173639 19991230; US 2000737454 20001214 

Designated States: AL AM AT AU AZ BA BB BG BR BY CA CH CN CU CZ DE DK EE ES 
FI GB GD GE GH GM HR HU ID IL IN IS JP KE KG KP KR KZ LC LK LR LS LT LU 
LV MD MG MK MN MW MX NO NZ PL PT RO RU SD SE SG SI SK SL TJ TM TR TT UA 
UG UZ VN YU ZW 

(EP) AT BE CH CY DE DK ES FI FR GB GR IE IT LU MC NL PT SE TR 

(OA) BF BJ CF CG CI CM GA GN GW ML MR NE SN TD TG 

(AP) GH GM KE LS MW MZ SD SL SZ TZ UG ZW 

(EA) AM AZ BY KG KZ MD RU TJ TM 
Publication Language: English 
Filing Language: English 
Fulltext Word Count: 14781 
Fulltext Availability: 

Detailed Description 
Claims 

Detailed Description 

. . . the value of the portfolio, and will sometimes group the assets in 
"tranches." The term " tranche " as used herein is not limited to foreign 
notes but also includes assets and 5... 

...submit bids on all tranches, or on only some tranches. In 

order to win a tranche , a bidder typically must submit the highest bid 
for that tranche . 

In connection With determining a bid amount to submit on a particular 
tranche , a bidder often will engage underwriters to evaluate as many 
assets as possible within a tranche and within the available limited 
time. When the time for submitting a bid is about... 

...by the underwriters. 

As a result of this process, a bidder may significantly undervalue a 
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40 A computer (38) according to Claim 33 programmed to utilize. 
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the value of the portfolio, and will sometimes group the assets in 
"tranches." The term " tranche " as used herein is not limited to foreign 
notes but also includes assets and financial... 

...submit bids on all tranches, or on only some tranches. 

In order to win a tranche , a bidder typically must submit the highest 
bid for that tranche .• In connection with determining a bid amount to 
submit on a particular tranche , a bidder often will engage underwriters 
to evaluate as many loans as possible within a tranche and within the 
available limited time. When the time for submitting a bid is about... 

. . .SHEET (RULE 26) 

As a result of this process, a bidder may significantly undervalue a 

tranche and submit a bid that is not competitive or bid higher than the 
underwritten value and assume unquantified risk. Of course, since the 
objective is to win each tranche at a price that enables a bidder to 
earn a return, losing a tranche due to significant undervaluation of 
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In the case of insurance... 
Claim 

I . A method for determining a bid price for at least one 

tranche of a portfolio of financial instruments that satisfies at least 
one of an internal rate... 

. . . the steps of: 

dividing the portfolio into separately marketable sub-portfolios or 
tranches; 

giving each tranche a trial bid price; 

combining the tranches with historical asset perfon-nance data of at... 
. . . step of 

forecasting a cash flow probability distribution further comprises . the 
step of expressing a tranche probabilistic evaluation as at least one 
of a minimum high evaluation, a most probable evaluation. . . 

...a defined threshold. 

II A system for determining a bid price for at least one tranche 

of a portfolio of financial instruments that satisfies at least one of an 
internal rate. . . 

...server configured to divide the portfolio into separately marketable 
sub-portfolios or tranches, assign each tranche a trial ...13 A system 
according to Claim 11 wherein said server is 

configured to express a tranche probabilistic evaluation as at least 
one of a minimum high evaluation, a most probable evaluation. . . 

...a defined threshold. 

21 A computer for determining a bid price for at least one 

tranche of a portfolio of financial instruments that satisfies at least 
one of an internal rate... 

. . .computer programmed to: 

divide the portfolio into separately marketable sub-portfolios or 
tranches ; 

assign each tranche a trial bid price; 

combine the tranches with historical asset performance data of at 
least . . . 

...using a prior analysis. 

23 A computer according to Claim 21 programmed to express 

a tranche probabilistic evaluation as at least, one of a minimum high 

evaluation, a most probable evaluation. . . 
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Detailed Description 

the value of the portfolio, and will sometimes group the assets in 
"tranches." The term " tranche " as used herein is not limited to foreign 
notes but also includes assets and financial... 

...submit bids on all tranches, or on only some tranches. In 

order to win a tranche , a bidder typically must submit the highest bid 
for that tranche . 

In connection with determining a bid amount to submit on a particular 
tranche , a bidder often will engage underwriters to evaluate as many 
loans as possible within a tranche and within the available limited 
time. When the time for submitting a bid is about... 

...by the underwriters. 

As a result of this process, a bidder may significantly undervalue a 

tranche and submit a bid that is not competitive or bid higher than the 
underwritten value and assume unquantified risk. Of course, since the 
objective is to win each tranche at a price that enables a bidder to 
earn a return, losing a tranche due to significant undervaluation of 
the tranche represents a lost opportunity. It would be desirable to 
provide a system that facilitates accurate ... rapid 

valuation process for a large asset portfolios that aggregates from a 
basis to a tranche 
or portfolio basis; 

Figure 5 illustrates a probability distribution for exemplary assets 
whose recovery value... then totaled to produce the portfolio asset value 
26. Valuation processes are performed on each tranche of the portfolio. 

Figure 2 is a diagram illustrating one embodiment of a system 28... is 
placed in a partial value table 102. Selected individual values for 
assets in a tranche in table 102 are stored as a partial value fully 
underwritten group value 104. Criteria... 
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Essays on balance of payments crises 

Author: Broner, Fernando A. 
Degree: Ph.D. 
Year: 2000 

Corporate Source/Institution: Massachusetts Institute of Technology ( 
0753) 

Source: VOLUME 62/01-A OF DISSERTATION ABSTRACTS INTERNATIONAL. 
PAGE 24 9. 

...inconsistent, suggesting a role for commitment devices such as 
currency boards or IMF pressure. 

Chapter 2 studies the relationship between macroeconomic 
fundamentals and asset prices during crises. Key findings are that... 

...a significant part of the cross-sectional variance of stock returns 
during crises, and that credit market conditions play a crucial role 
during crises. 

Chapter 3 studies the behavior of spreads... 

. . .of the expected returns and volatility of holding bonds of different 
maturities after drops in bond prices provides empirical support . 

Chapter 4 examines the degree of real exchange rate misalignment in 
seven Latin American countries... 
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PACE OF BOND UNDERWRITING HAS SLACKENED 

Wall Street Journal, Col. 3, Pg. 1, Sec. C 
Monday June 6 1994 

ABSTRACT: 

...higher interest rates, the pace of US bond underwriting has fallen 
51% in the past two months from the first-quarter 1994 monthly rate; the 
decline, though painful to Wall Street, could help investors as a reduced 
supply of new offerings helps support bond prices in the short run; 
equity underwriting, meanwhile, fell 43% in the same period; graphs ( 
Credit Markets) (L) 
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BUSINESS BRIEFS 

Wall Street Journal, Col. 4, Pg. 4, Sec. B 
Thursday June 3 1993 

ABSTRACT: 

...says it plans to file a prepackaged Chapter 11 reorganization plan 
by late summer, capping two years of talks with its subordinated debt 
holders ; says proposal calls for Liberte to transfer most of its assets 
and its secured senior... 

DESCRIPTORS: BANKRUPTCIES; CREDIT ; REFORM AND REORGANIZATION; MORTGAGES 
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NATIONAL CONVENIENCE STORES PROPOSES AN ALTERNATIVE REORGANIZATION PLAN 

Wall Street Journal, Col. 3, Pg. 4, Sec. B 
Monday August 24 1992 

ABSTRACT: 

National Convenience Stores Inc, under pressure from creditors to 
reduce its debt, proposes second reorganization plan that would cancel 
existing preferred and common stock and give new stock to unsecured 
creditors and subordinated debt holders (S) 

DESCRIPTORS: REFORM AND REORGANIZATION; CREDIT ; STOCKS (CORPORATE); 
BANKRUPTCIES 
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DIALOG ( R) File 475: Wall Street Journal Abs 

(c) 2004 The New York Times. All rts. reserv. 

01094976 NYT Sequence Number: 013693770816 

Proposed bankruptcy reorganization plan for Interstate Stores Inc submitted 
to US Bankruptcy Judge Edward J Ryan by trustees Joseph R Crowley and 
Herbert B Siegel is challenged by 2 alternative plans advanced by 
shareholders Lehman Capital Fund, Maurice Kaplan and Frederick Stafford, 
and by com of 4% convertible subordinated debenture holders . Lehman 
plan would distribute $84 million to creditors on Jan 30, ! 78, while 
trustees 1 plan would distribute $59 million to creditors on Sept 30, '77. 
Baird Patrick & Co plans to file 3d alternative plan on behalf of 
shareholders it represents. Various plans compared (L) . ) 

Wall Street Journal, Col. 1, Pg. 7 

Tuesday August 16 1977 

. . .Edward J Ryan by trustees Joseph R Crowley and Herbert B Siegel is 
challenged by 2 alternative plans advanced by shareholders Lehman 
Capital Fund, Maurice Kaplan and Frederick Stafford, and by com of 4% 
convertible subordinated debenture holders . Lehman plan would 
distribute $84 million to creditors on Jan 30, '78, while trustees 1 plan 


DESCRIPTORS: BANKRUPTCIES; CREDIT ; FINANCES; RETAIL STORES AND TRADE; 
SHAREHOLDERS 
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01093768 NYT Sequence Number: 012485770907 

Associated Mortgage Investors has paid its June 1, ! 76 obligation of nearly 
$3. 2 Million to sr creditors and subordinated debenture holders . 
Has also paid nearly $1.9 Million, or 50% of its Dec l, f 76 obligation. Is 
still delinquent on debts totaling almost $7.5 million, which includes 
balance of Dec 1, '76 payment and all of payment due June 1, f 77. Has 
repaid sr creditors $19 million, or 50% of amt owed, and subordinated 
debenture holders $680,000 since Chapter 11 bankruptcy plan of 
arrangement was confirmed in f 75 (S) . ) 

Wall Street Journal, Col. 5, Pg. 38 

Wednesday September 7 1977 

Associated Mortgage Investors has paid its June 1,'76 obligation of nearly 
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$3. 2 Million to sr creditors and subordinated debenture holders . 
Has also paid nearly $1.9 Million, or 50% of its Dec 1,'76 obligation... 

...June 1,'77. Has repaid sr creditors $19 million, or 50% of amt owed, and 
subordinated debenture holders $680,000 since Chapter 11 bankruptcy 
plan of arrangement was confirmed in '75 (S) .) . . . 

DESCRIPTORS: CREDIT ; FINANCES; STOCKS AND BONDS 
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01093038 NYT Sequence Number: 011755770920 

Fidelity Mortgage Investors, which is in Chapter 11 bankruptcy proceedings, 
files plan in US Dist Ct for settlement of its debts totaling $183 
million. Proposed settlement, which would implement in slightly modified 
form the agreement in principle reached in Jan, calls for creditors to 
receive fixed payments of $107,750,000, consisting of $9,250,000 to be 
paid upon ct confirmation and $98.5 million to be distributed at 
intervals through f 83. Calls for creditors to receive 3,383,434 shares of 
beneficial interest in Fidelity Mortgage. Provides for holders of 7.75% 
convertible subordinated debentures due Dec '85, totaling about $2.9 
Million, to receive 10% of their claims. Provides for holders of sr 
subordinated notes totaling $15.5 Million to receive 15% of claims. 
Fidelity Mortgage will ask shareholders to approve its conversion from 
business trust chartered in Mass to corp chartered in Del via merger of 
Fidelity Mortgage into its subsidiary, Lifetimes Communities Inc (M) . ) 

Wall Street Journal, Col. 3, Pg. 23 

Tuesday September 20 1977 

...Mortgage. Provides for holders of 7.75% convertible subordinated 

debentures due Dec '85, totaling about $2.9 Million, to receive 10% of 
their claims. Provides for holders of sr subordinated notes totaling 
$15.5 Million to receive 15% of claims. Fidelity Mortgage will ask 
shareholders . . . 

DESCRIPTORS: BANKRUPTCIES; CREDIT ; FINANCES; MERGERS, ACQUISITIONS AND 
DIVESTITURES; SETTLEMENT OF CLAIMS AND LITIGATION; STOCKS AND BONDS 
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01074668 NYT Sequence Number: 013322760803 

Duplan Corp defers interest payment, due Aug 1, on its 5 1/2% 

subordinated convertible debentures , due 1 94 . Is allowed to defer payment 
for up to 30 days before co is in default under indenture covering 
debentures. Agrees with certain holders of subordinated debt, due 
today, to postpone due date to Nov 4. Pres William J Scharf fenberger 
states these steps were taken to conserve co's cash resources and in 
conjunction with continuing discussions with 4 commercial banks 
concerning about $38.5 Million of its debt and with holders of. about $5 
million of subordinated debt, due Oct '77 (S) . ) 

Wall Street Journal, Col. 5, Pg . 32 

Tuesday August 3 1976 

Duplan Corp defers interest payment, due Aug 1, on its 5 1/2% 

subordinated convertible debentures, due ! 94. Is allowed to defer payment 
for up to 30 days before co is in default under indenture covering 
debentures. Agrees with certain holders of subordinated debt, due 
today, to postpone due date to Nov 4. Pres William J Scharf fenberger 
states . . . 
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01068155 NYT Sequence Number: 006809760909 

Larwin Group Inc real-estate subsidiary of CNA Financial Corp completes new 
long-term credit agreement with its banks and subordinated note 
holders . Terms call for repayment of $100 million of its outstanding 
debt before '80. Remaining debt would be converted into 2 10-yr notes 
totaling $67 million (S).) 

Wall Street Journal, Col. 2, Pg. 27 

Thursday September 9 1976 

Larwin Group Inc real-estate subsidiary of CNA Financial Corp completes new 
long-term credit agreement with its banks and subordinated note 
holders . Terms call for repayment of $100 million of its outstanding 
debt before ! 80. Remaining debt would be converted into 2 10-yr notes 
totaling $67 million (S) . ) . . . 

DESCRIPTORS: BANKS AND BANKING; CREDIT 
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03280204 

PARIS CLUB ARREARS TO BE PAID SOON 

BRAZIL - PARIS CLUB ARREARS TO BE PAID SOON 
Financial Times (C) 1991 (FT) 9 February 1990 p8 

... official that it would only resume some payments. Separately, 34 banks 
have signed a USDlrl. 2 bil letter of credit which will support bonds 
issued by Mexico as part of its debt restructuring agreement with 4 60 
creditor banks. The finance will support the bonds until funds from the 
International Monetary Fund and other lenders are available. 
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(c) 2004 American Economic Association. All rts. reserv. 
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TITLE : Capital Market Tests of Risk Exposure of Loan Sales Activities of 
Large U.S. Commercial Banks 

AUTHOR(S): Hassan, M. Kabir 

AUTHOR (S) AFFILIATION: U New Orleans 

JOURNAL NAME: Quarterly Journal of Business and Economics, 
JOURNAL VOLUME & ISSUE: 32 1, 
PAGES: 27-4 9 

PUBLICATION DATE: Winter 1993 
ISSN: 0747-5535 

DOCUMENT TYPE: Journal Article 
ABSTRACT INDICATOR: Abstract 

...ABSTRACT: contingent claims nature of debt and equity, impacts of 
deposit insurance, and regulatory closure rules. Two implied asset 
variances and subordinated debt default risk premia, in conjunction 
with systematic and equity... 

...sales activities by using pooled cross-section and time-series analysis. 
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This research finds that subordinated debt holders price loan sales 
as risk-reducing, not risk-increasing, bank activities. It appears that 
loan . . . 

DESCRIPTOR(S) (Pre-1991) : Business Credit ( 
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Proposed bankruptcy reorganization plan for Interstate Stores Inc submitted 
to US Bankruptcy Judge Edward J Ryan by trustees Joseph R Crowley and 
Herbert B Siegel is challenged by 2 alternative plans advanced by 
shareholders Lehman Capital Fund, Maurice Kaplan and Frederick Stafford, 
and by com of 4% convertible subordinated debenture holders . Lehman 
plan would distribute $84 million to creditors on Jan 30, '78, while 
trustees 1 plan would distribute $59 million to creditors on Sept 30, ! 77. 
Baird Patrick & Co plans to file 3d alternative plan on behalf of 
shareholders it represents . Various plans compared (L) . ) 
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Associated Mortgage Investors has paid its June 1,'76 obligation of nearly 
$3. 2 Million to sr creditors and subordinated debenture holders . 
Has also paid nearly $1.9 Million, or 50% of its Dec 1,*76 obligation. Is 
still delinquent on debts totaling almost $7.5 million, which includes 
balance of Dec 1, ? 76 payment and all of payment due June 1, ! 77. Has 
repaid sr creditors $19 million, or 50% of amt owed, and subordinated 
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Fidelity Mortgage Investors, which is in Chapter 11 bankruptcy proceedings, 
files plan in US Dist Ct for settlement of its debts totaling $183 
million. Proposed settlement, which would implement in slightly modified 
form the agreement in principle reached in Jan, calls for creditors to 
receive fixed payments of $107,750,000, consisting of $9,250,000 to be 
paid upon ct confirmation and $98.5 million to be distributed at 
intervals through f 83. Calls for creditors to receive 3,383,434 shares of 
beneficial interest in Fidelity Mortgage. Provides for holders of 7.75% 
convertible subordinated debentures due Dec *85, totaling about $2.9 
Million, to receive 10% of their claims. Provides for holders of sr 
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subordinated convertible debentures , due 1 94 . Is allowed to defer payment 
for up to 30 days before co is in default under indenture covering 
debentures. Agrees with certain holders of subordinated debt, due 
today, to postpone due date to Nov 4. Pres William J Scharf f enberger 
states these steps were taken to conserve co 1 s cash resources and in 
conjunction with continuing discussions with 4 commercial banks 
concerning about $38.5 Million of its debt and with holders of about $5 
million of subordinated debt, due Oct '77 (S) . ) 


Caryn Wesner-Early EIC 3600 June 24, 2004 2 


16/AA,AN,TI/14 (Item 11 from file: 475) 

DIALOG(R) File 475: (c) 2004 The New York Times. All rts. reserv. 

01068155 NYT Sequence Number: 006809760909 

Larwin Group Inc real-estate subsidiary of CNA Financial Corp completes new 
long-term credit agreement with its banks and subordinated note 
holders . Terms call for repayment of $100 million of its outstanding 
debt before '80. Remaining debt would be converted into 2 10-yr notes 
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$4 million has expired without being completed. Chmn Henry J Gomberg says 
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revitalization. KMS is negotiating with another group of private 
investors. Is at work on Energy Research and Devlopment Adm and Tex Gas 
Transmission Co contracts (S) . ) 
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